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CONFIDENTIAL VIENTIANE 0261 

E.O. 11652: GDS 

TAGS: ENRG EAID PFOR LA CH UR 
SUBJECT: PRC FUNDED FUEL TO LPDR 

REF A 76 VIENTIANE 0304, B 76 VIENTIANE 2858 

1 . JOHN CROSSMAN, DIRECTOR OF SHELL OIL FOR LAOS (PRO- 
TECT), TOLD EMBOFF FEBRUARY 8 THAT THE PRC WOULD SIGN 
WITHIN TWO WEEKS AN AGREEMENT WITH SHELL FOR SHELL TO 
SUPPLY 4,500 TONS OF AUTOMOTIVE DIESEL FUEL TO THE LPDR. 

THE FUEL WOULD BE PROVIDED UNDER THE TERMS OF A LONG 
TERM LOAN ANNOUNCED PREVIOUSLY BY THE PRC (REF A). 

SHELL WILT. RECEIVE 6,000 TONS OF AUTOMOTIVE DIESEL FROM 
THE PRC AT SHELL'S HONG KONG AFFILIATE AND IN TURN WILL 
SHIP FUEL FROM THAILAND TO THE LPDR. CROSSMAN SAID 
THAT DICUSSIONS ON THE TRANSACTION BEGAIN BETWEEN THE 
LAO, CHINESE AND SHELL LAST APRIL BUT WERE DELAYED BY 
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LAO UNFAMILIARITY WITH COMMON PRINCIPLES OF TRADE AND 
ECONOMICS AND BY CHINESE RELUCTANCE TO ACCEPT SHELL 
TERMS THAT TRANSPORTATION COSTS TO VIENTIANE BE COM- 
PENSATED BY PRC PAYMENT TO SHELL OF U.S. $200,000 OR BY 
PRC’S PROVISION OF AN EXTRA 1,500 TONS OF FUEL TO SHELL 
HONG KONG. (THE PRC EVENTUALLY CHOSE THE LATTER 
OPTION). 
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2. CROSSMAN SAID THAT THE TRANSACTION FOLLOWED A 
SOVIET-SHELL TRANSACTION IN WHICH SHELL SUPPLIED 8,000 
TONS OF AUTOMOTIVE DIESEL FUEL TO THE LPDR FROM 
DECEMBER 1975 TO APRIL 1976. THE SOVIETS PAID CASH TO 
SHELL TO PROVIDE THIS AID TO THE LPDR. CROSSMAN SAID 
THAT THE SOVIETS OFFERED IN APRIL 1976 TO CONTINUE 

THE AID PROGRAM BUT THAT THE LAO HAD DECLINED INDICATING 
THAT THEY MUST NEXT ACT UPON AN OUTSTANDING OFFER BY 
THE PRC (REF B). 

3. CROSSMAN SAID THAT HE EXPECTED THAT THE FUEL PRO- 
VIDED AS AID BY THE PRC TO THE LPDR WOULD BEGIN TO 
ARRIVE "WITHIN A MONTH OR TWO". 
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